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DEPARTMENT  OF 
TRANSPORTATION 

Urban  Mass  Transportation  Administration 
[  49  CFR  Ch.  VI  ] 

[UMTA  Docket  No.  74-041 

URBAN  MASS  TRANSPORTATION 
PROGRAMS 

Interim  Guidelines  and  Procedures  for 
Capital  and  Operating  Assistance  For¬ 
mula  Grants;  Advanced  Notice  of  Pro¬ 
posed  Rulemaking 

The  purpose  of  this  notice  is  to  pro¬ 
mulgate  interim  standards,  guidelines 
and  procedures  to  implement  section  5 
of  the  Urban  Mass  Transportation  Act 
of  1964  (49  U.S.C.  §  1604) ,  as  amended 
by  section  103(a)  of  Pub.  L.  93-503  (88 
Stat.  1565;  November  26,  1974),  the  Na¬ 
tional  Mass  Transportation  Assistance 
Act  of  1974.  As  soon  as  possible  the  Ur¬ 
ban  Mass  Transportation  Administra¬ 
tion  intends  to  issue  formal  regulations 
which  will  incorporate  the  procedures 
and  policies  set  forth  in  these  guide¬ 
lines. 

Section  5  creates  a  new  program  of 
federal  assistance  to  urban  mass  trans¬ 
portation  systems  through  grants  on  a 
formula  basis  which  may  be  used  by 
the  recipients  either  for  capital  or  op¬ 
erating  assistance.  An  aggregate 
amount  of  $3,975  billion  is  authorized 
for  this  program  for  fiscal  years  1975 
through  1980. 

This  legislation  is  of  great  significance 
for  the  future  of  mass  transportation, 
and  represents  a  major  opportunity  to 
improve  the  quality  of  life,  particularly 
for  those  living  and  working  in  our  ur¬ 
ban  centers.  It  is  our  intent  to  imple¬ 
ment  the  provisions  of  this  legislation 
cooperatively  with  states  and  local 
areas,  in  a  manner  which  maximizes 
local  decisionmaking,  while  carrying 
out  the  federal  oversight  required  by 
the  law. 

The  resources  and  flexibility  provided 
by  this  Act,  when  used  in  conjunction 
with  the  resources  and  flexibility  pro¬ 
vided  by  the  Federal-Aid  Highway  Act 
of  1973,  give  states  and  local  areas  an 
opportunity  to  deal  comprehensively 
with  their  urban  transportation  prob¬ 
lems.  For  the  first  time,  federal  funds 
will  be  available  to  assist  localities  in 
meeting  the  operating,  as  well  as  the 
capital  costs  of  maintaining  and  im¬ 
proving  their  mass  transportation  serv¬ 
ice.  Metropolitan  areas  now  have  an 
opportunity  to  assess  their  total  tran¬ 
sit  service  needs  and  to  meet  them  with 
federal  assistance.  The  Department  of 
Transportation  encourages  communi¬ 
ties  to  use  this  opportunity  to  re¬ 
examine  their  needs  and  reassess  their 
priorities — taking  the  widest  possible 
perspective  in  considering  uses  for  these 
federal  resources. 

An  attachment  to  this  Notice  de¬ 
scribes  the  formula  for  apportioning 
these  funds  and  lists  the  annual  amounts 
to  be  made  available  to  each  urbanized 
area  with  a  population  of  200,000  or 
over.  Funds  attributable  to  urbanized 
areas  with  a  population  of  under  200,000 


will  be  apportioned  directly  to  the  Gov¬ 
ernor  of  each  state. 

The  Act  calls  for  federal  approvals  at 
several  stages  of  the  process  for  utilizing 
the  funds  distributed  under  section  5.  It 
is  anticipated  that  this  can  be  accom¬ 
plished  expeditiously,  with  a  minimum  of 
pre-emption  of  local  decisions.  The  basic 
elements  of  this  program  are  outlined 
below,  and  are  explained  more  fully  in 
the  attached  guidelines. 

1.  The  Governor,  responsible  local  of¬ 
ficials,  and  publicly-owned  operators  of 
mass  transportation  services,  with  the 
concurrence  of  the  UMTA  Administra¬ 
tor,  shall  jointly  designate  the  re¬ 
cipient  (s)  for  section  5  funds  in  urban¬ 
ized  areas  of  200,000  or  more  population. 

In  any  case  in  which  a  statewide  or 
regional  agency  or  instrumentality  is  re¬ 
sponsible  under  state  laws  for  the  financ¬ 
ing,  construction,  and  operation,  direct¬ 
ly,  by  lease,  contract,  or  otherwise,  of 
public  transportation  services,  they  must 
include  such  agency  as  a  designated  re¬ 
cipient.  For  areas  under  200,000,  the 
Governor  is  the  recipient. 

2.  A  single  annual  program  of  proj¬ 
ects  for  each  urbanized  area  shall  be 
submitted  for  UMTA  approval  by  the 
recipient  (s) ,  through  the  Metropolitan 
Planning  Organization.  This  program 
must  be  consistent  with  the  comprehen¬ 
sive  urban  transportation  planning  proc¬ 
ess  required  by  the  federal  statutes  gov¬ 
erning  the  Federal  Highway  and  Urban 
Mass  Transportation  Administrations. 
(Areas  which  desire  project  approval 
prior  to  June  30,  1975,  should  submit 
their  proposed  program  by  March  1, 
19C5.  Funds  apportioned  in  FY-1975  will, 
however,  remain  available  until  Sep¬ 
tember  30, 1977.) 

3.  For  each  section  5  project  included 
in  the  approved  program  of  projects,  the 
recipient  shall  submit  an  application  for 
UMTA  approval  (Areas  which  desire 
project  approval  prior  to  June  30,  1975, 
should  submit  applications  by  May  1, 
1975.) 

4.  An  agreement  for  undertaking  each 
section  5  project  shall  be  executed  be¬ 
tween  UMTA  and  the  recipient.  Cash 
disbursement  will  be  made  by  UMTA  in 
accordance  with  performance  under  the 
terms  of  the  project  agreement. 

This  notice  and  the  attached  guide¬ 
lines  have  been  prepared  to  provide  pre¬ 
liminary  guidance  on  the  implementa¬ 
tion  of  section  5.  Information  on  other 
provisions  of  the  Act  will  be  forthcom¬ 
ing  at  a  later  date. 

Interested  parties  and  government 
agencies  are  invited  to  submit,  at  their 
earliest  convenience,  written  comments, 
views,  or  data  concerning  the  interim 
guidelines  -  promulgated  hereby,  to  the 
Chief  Counsel,  Urban  Mass  Transporta¬ 
tion  Administration,  Room  9320,  400  7th 
St.  SW,  Washington,  D.C.  20590. 

All  such  submissions  received,  as  well 
as  the  experience  gained  through  the 
administration  of  the  section  5  program, 
will  be  considered  in  the  preparation  of 
the  formal  regulations.  Such  formal 
regulations  will  be  published  in  the  Fed¬ 
eral  Register  for  notice  and  comment 
prior  to  final  promulgation. 


Issued  at  Washington,  D.C.  January  2, 
1975. 

Frank  C.  Herringer, 

Urban  Mass  Transportation 

Administrator. 

Urban  Mass  Transportation  Act  of  1964 
as  Amended 

preliminary  guidelines  for  project  devel¬ 
opment  FOR  SECTION  5  FUNDS 

A.  Introduction  and  Definitions. 

B.  Designation  of  Recipients. 

C.  Allocation  for  Urbanized  Areas  Under 
200,000. 

D.  Planning  Requirement. 

E.  Boundaries  for  Urbanized  Areas. 

P.  Program  Requirement. 

G.  Project  Application. 

Introduction. 

General  Requirements  for  Capital  and  Op¬ 
erating  Projects. 

1.  Maintenance  of  Effort. 

2.  Improve  or  Continue  Service. 

3.  Pares:  Elderly  and  Handicapped. 

4.  Protection  of  the  Interest  of  Employees. 

6.  Social,  Environmental  and  Economic 

Impact. 

6.  Public  Hearing. 

7.  Other  General  Requirements. 

Specific  Requirements  for  Capital  Assist¬ 
ance  Applications. 

Specific  Requirements  for  Operating  As¬ 
sistance  Applications. 

A.  Introduction  and  Definitions 

Section  5  of  the  Urban  Mass  Transporta¬ 
tion  Act  of  1964,  as  amended  (the  Act)  pro¬ 
vides  a  six  year  mass  transportation  assist¬ 
ance  program  for  urbanized  areas  appor¬ 
tioned  on  the  basis  of  a  statutory  formula. 
Urbanized  areas  may  use  section  6  funds  by 
developing  specific  capital  assistance  and/or 
operating  assistance  projects  under  the  stat¬ 
utory  requirements  of  the  Act  as  described 
In  these  guidelines.  Apportioned  funds  will 
be  made  available  subject  to  required  UMTA 
approvals,  and  cash  disbursements  will  be 
consistent  with  current  UMTA  practices. 
Funds  apportioned  In  each  year  of  the  pro¬ 
gram  are  available  for  project  approval 
through  the  end  of  the  second  fiscal  year 
following  the  fiscal  year  In  which  they  are 
apportioned. 

The  Act  requires  that  projects  be  devel¬ 
oped  through  a  continuing,  cooperative  and 
comprehensive  urban  transportation  plan¬ 
ning  process,  resulting  in  plans  and  programs 
for  a  unified  or  officially  coordinated  urban 
transportation  system  consistent  with  the 
planned  development  of  the  urban  area. 
UMTA  makes  an  annual  determination  that 
these  planning  requirements  are  met  prior 
to  making  section  5  approvals. 

The  Governor,  responsible  local  officials 
and  publicly-owned  operators  of  mass  trans¬ 
portation  services  will  designate  recipients 
for  funds  under  section  5  for  urbanized  areas 
of  200,000  or  more  population.  In  any  case, 
however.  In  which  a  statewide  or  regional 
agency  Is  responsible  under  state  laws  for 
the  financing,  construction  and  operation — 
directly,  by  lease,  contract  or  otherwise — of 
public  transportation  services,  they  must  In¬ 
clude  such  agency  as  a  designated  recipient. 
In  urbanized  areas  of  under  200,000  popula¬ 
tion,  the  Governor  or  his  designee  is  the 
recipient.  The  recipient  will  receive  and  dis¬ 
pense  section  5  funds  and  must  have  legal 
capacity  to  enter  into  project  agreements 
with  UMTA. 

The  Act  requires  the  submission  of  a  pro¬ 
gram  of  projects  to  UMTA  for  use  of  sec¬ 
tion  5  funds.  The  annual  program  of  8ectlon 
5  projects  must  be  consistent  with  the  cur¬ 
rent  approved  Transit  Development  Program 
and  the  comprehensive  planning  process. 
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The  amount  of  Federal  assistance  requested 
under  section  5  cannot  exceed  the  appor¬ 
tioned  funds  available  to  the  area.  Section  5 
requires  that  the  program  of  projects  results 
from  the  planning  process  undertaken  co¬ 
operatively  by  the  State,  responsible  local 
officials,  and  local  transit  operators.  The  sub¬ 
mission  of  the  program  of  projects  by  Sec¬ 
tion  5  recipients  will  be  through  the  Metro¬ 
politan  Planning  Organization  which  must 
endorse  the  program. 

This  Act  declares  It  to  be  In  the  national 
Interest  to  encourage  and  promote  the  de¬ 
velopment  of  transportation  systems  em¬ 
bracing  various  modes  of  transport.  In  sup¬ 
port  of  this  objective,  UMTA  Invites  the 
inclusion  of  projects  In  the  annual  program 
which  are  designed  to  supplement  regular 
route  service  such  as  neighborhood  and  com¬ 
munity-level  transit  service.  Such  projects 
may  include  demand-responsive  transporta¬ 
tion,  Jitneys  and  special  services  for  the 
elderly,  handicapped  and  transit  disadvan¬ 
taged.  Both  private  and  public  mass  trans¬ 
portation  operators  are  eligible  for  assist¬ 
ance  under  section  5  of  the  Act. 

Approval  for  funding  of  projects  will  be 
based  upon  submissions  required  under  the 
Act.  The  capital  assistance  project  applica¬ 
tion  will  follow  the  existing  format  for  proj¬ 
ects  funded  under  section  3  of  the  Act,  with 
the  additions  required  by  section  5.  The  Fed¬ 
eral  share  will  be  up  to  80  percent  for  capital 
assistance  projects. 

An  operating  assistance  project  applica¬ 
tion  must  address  the  statutory  requirements 
as  described  In  these  guidelines.  The  Federal 
share  for  an  operating  assistance  project  may 
be  tip  to  50  percent  of  the  project  cost,  sub¬ 
ject  to  the  availability  of  section  5  funds  and 
local  matching  share. 

Section  15  of  the  Act  requires  that  UMTA 
prescribe  a  uniform  system  of  accounts  and 
reoords  to  replace  the  various  systems  cur¬ 
rently  In  use.  No  project  shall  be  approved 
after  July  1,  1978,  unless  the  recipient  or 
user  of  the  funds  Is  subject  to  both  the 
reporting  system  and  the  uniform  system  of 
accounts  records.  Until  such  a  uniform  sys¬ 
tem  Is  prescribed,  UMTA  will  accept  the 
system  currently  used. 

DEFINITIONS 

“Governor”  means  the  Governor,  or  his 
designee,  of  any  one  of  the  fifty  States  or  of 
Puerto  Rico,  and  the  Mayor  of  the  District 
of  Columbia. 

“Local  fiscal  year”  Is  the  fiscal  year  of  the 
mass  transportation  operator. 

“Mass  Transportation”  means  transporta¬ 
tion  by  bus,  or  rail  or  other  conveyance, 
either  publicly  or  privately  owned,  which 
provides  to  the  public,  general  or  special 
service  (but  not  Including  school  buses  or 
charter  or  sightseeing  service)  on  a  regular 
and  continuing  basis. 

“Metropolitan  Planning  Organization” 
means  the  organization  designated  by  the 
Governor  as  being  responsible,  together  with 
the  State,  for  carrying  out  the  provisions  of 
23  U.S.C.  134  (Federal-Aid  Highway  planning 
requirements),  and  capable  of  meeting  the 
requirements  of  49  U.S.C.  1603(a),  (Urban 
Mass  Transportation  planning  requirements) . 

“Project  application”  means  the  surveys, 
plans,  specifications,  and  estimates  required 
to  be  submitted  under  section  5(b)  (1)  of  the 
Act.  Surveys,  plans,  specifications,  and  es¬ 
timates  consist  of  the  documentation  spec¬ 
ified  In  these  guidelines. 

“Recipient”  means  a  Governor  (or  his 
designee)  or  any  agency  designated  under 
section  5(b)(2)  of  the  Act  that  has  the 
responsibilities  or  capacities  listed  In  Part 
B  of  these  procedures. 

“Responsible  Local  Officials”  are  principal 
elected  officials  of  general  purpose  local  gov¬ 


ernments,  acting  through  the  Metropolitan 
Planning  Organization  designated  by  the 
Governor. 

“Urbanized  area”  means  an  area  so  desig¬ 
nated  by  the  Bureau  of  the  Census,  within 
boundaries  which  shall  be  fixed  4>y  responsi¬ 
ble  State  and  local  officials  In  cooperation 
with  each  other,  and  In  consultation  with 
the  publicly-owned  operators  of  mass  trans¬ 
portation  services  subject  to  approval  of  the 
Administrator  of  UMTA.  At  a  minimum,  such 
boundaries  shall  encompass  the  entire  ur¬ 
banized  area  within  the  State  as  designated 
by  the  Bureau  of  the  Census. 

B.  Designation  of  Recipients 

REQUIREMENTS 

Section  5  funds  will  be  made  available  to 
urbanized  areas  through  recipients  which 
must  be  public  entities  and  legally  capable 
of  receiving  and  dispensing  Federal  funds. 
The  Governor,  responsible  local  officials  and 
publicly-owned  operators  of  mass  transporta¬ 
tion  services  must  Jointly  designate  re¬ 
cipient^)  for  urbanized  areas  of  200,000 
or  more  population.  In  any  case  In  which  a 
statewide  or  regional  agency  or  Instru¬ 
mentality  Is  responsible  under  State  laws 
for  the  financing,  construction  and  opera¬ 
tion — directly,  by  lease,  contract  or  other¬ 
wise — of  public  transportation  services,  the 
Governor,  responsible  local  officials  and 
publicly-owned  operators  must  Include  such 
agency  as  a  designated  recipient.  The  Gover¬ 
nor  is  the  recipient  for  urbanized  areas  un¬ 
der  200,000  population. 

Section  5  of  the  Act  requires  that  the 
recipient  must  have  the  legal  capacity  to  as¬ 
sume  all  of  the  following  specific  responsi¬ 
bilities: 

( 1 )  Receive  and  dispense  Federal  funds  for 
transit  purposes; 

(2)  Submit  a  program  of  projects  to  UMTA 

and  the  Governor  through  the  Metropolitan 
Planning  Organization;  (0 

(3)  Submit  project  applications  to  UMTA; 

(4)  Enter  Into  formal  project  agreements 
with  UMTA; 

(5)  Certify  that  a  public  hearing  has  been 
conducted. 

The  recipient  must  have  the  legal  capacity 
to  enter  Into  a  formal  project  agreement 
(contract)  with  UMTA.  However,  it  need  not 
be  the  direct  user  of  funds  or  provider  of 
services.  Thus,  public  entitles,  such  as  general 
purpose  governments  and  agencies  thereof, 
councils  of  government,  planning  organi¬ 
zations,  transit  or  transportation  authorities, 
which  can  satisfy  the  foregoing  requirements, 
may  be  designated  as  recipients. 

The  designation  of  a  single  recipient  is 
encouraged  for  an  urbanized  area,  for  con¬ 
tiguous  urbanized  areas,  or  for  multlstate  ur¬ 
banized  areas;  however,  several  recipients  may 
be  designated. 

PROCEDURES  FOR  DESIGNATION 

Submittal  to  UMTA.  Designation  shall  be 
accompanied  by  documentation  Indicating 
the  joint  concurrence  of  the  Governor,  re¬ 
sponsible  local  officials  and  publicly-owned 
operators  of  mass  transportation  services.  On 
behalf  of  the  parties  to  this  designation,  the 
Governor  will  submit  the  names  of  the  re¬ 
cipients  to  the  Administrator,  Including  an 
opinion  of  each  designated  recipient’s  coun¬ 
sel  as  to  Its  legal  capacity  to  perform  the 
functions  of  a  recipient. 

Administrator’s  Concurrence.  Designations 
must  be  concurred  In  by  the  Administrator. 
Notification  of  the  Administrator's  concur¬ 
rence  will  be  made  to  the  recipients. 

Designation  By  The  Administrator.  It  Is 
envisioned  that  all  concerned  parties  will 
concur  on  the  identity  of  the  recipients.  How¬ 
ever,  In  the  event  that  agreement  cannot  be 
reached,  the  Administrator  has  the  authority 


to  designate  a  recipient.  In  order  to  allow 
needed  funds  to  flow  to  an  area. 

Revisions  to  Designations.  Designations 
may  be  revised  at  any  time  under  the  same 
process  used  for  Initial  designations. 

C.  Allocation  for  Urbanized  Areas  Under 

200,000 

Funds  attributable  to  urbanized  areas  un¬ 
der  200,000  In  each  State  will  be  apportioned 
to  the  Governor  for  expenditure  In  these  ur¬ 
banized  areas  In  amounts  which  he  or  she 
shall  determine  consistent  with  the  compre¬ 
hensive  planning  requirements.  Nothing  In 
these  guidelines  precludes  the  development 
of  a  formula  by  the  Governor  for  distribu¬ 
tion  of  the  funds;  however,  a  formula  Is 
not  a  requirement. 

The  Governor  shall  determine  the  amounts 
to  be  available  to  each  such  urbanized  area. 

It  Is  expected  that  over  the  life  of  the  pro¬ 
gram  period  (6  years) ,  each  urbanized  area 
will  receive  fair  and  equitable  treatment.  In 
general,  this  will  result  in  every  urbanized 
area  receiving  an  amount  approximating  the 
amount  attributable  to  it  under  the  appor¬ 
tionment  formula. 

Funds  apportioned  for  urbanized  areas 
under  200,000  shall  not  be  made  available  for 
expenditure  In  urbanized  areas  of  200,000  or 
more  population. 

D.  Planning  Requirement 

BACKGROUND 

UMTA  currently  makes  an  annual  deter¬ 
mination  of  the  eligibility  of  urbanized  areas 
for  UMTA  assistance  under  the  planning  re¬ 
quirements  of  the  Act.  This  determination 
encompasses  the  geographic  area  for  which 
urban  transportation  planning  Is  being  con¬ 
ducted,  and  takes  Into  account  the  organiza¬ 
tional  arrangements,  the  planning  process 
and  the  resulting  plans  and  programs.  The 
planning  requirements  of  the  Act  are 
amended  to  require  that  projects  be  de¬ 
veloped  through  a  continuing,  cooperative 
and  comprehensive  urban  transportation 
planning  process.  This  process  must  result  In 
plans  and  programs  for  a  unified  or  officially 
coordinated  urban  transportation  system, 
consistent  with  the  planned  development  of 
the  urban  area. 

In  accordance  with  the  FHWA  and  UMTA 
intent  to  combine  procedures  for  urban 
transportation  planning,  a  proposed  regula¬ 
tion  has  recently  been  Issued  which  will 
merge  the  administration  of  the  respective 
statutory  planning  requirements  in  urban¬ 
ized  areas.  When  promulgated,  this  proposed 
regulation  [39  FR  39660  (1974)— Urban 

Transportation  Planning]  will  be  sufficient 
to  implement  the  planning  requirements  of 
Section  5.  However,  until  It  Is  revised  to  re¬ 
flect  this  new  Section  and  finally  promul¬ 
gated,  UMTA  will  continue  to  make  an  an¬ 
nual  determination  based  on  the  following 
criteria. 

ANNUAL  DETERMINATION 

UMTA  will  annually  review  the  status  of 
planning  In  the  area  and  determine  the 
eligibility  of  the  area  for  UMTA  assistance 
under  the  planning  requirements  of  the  Act. 
The  determination  will  take  Into  account, 
but  not  be  limited  to : 

Existence  of  a  Metropolitan  Planning 
Organization,  designated  by  the  Governor. 

Existence  of  an  effective  decision-making 
process. 

Existence  of  an  adequate  on-golng  trans¬ 
portation  planning  process  consistent  with 
the  planned  development  of  the  urban  area. 

Existence  of  a  Transit  Development  Pro¬ 
gram  resulting  from  the  transportation 
planning  process  with  an  endorsed  program 
of  section  5  projects. 
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A  finding  of  current  validity  of  the  trans¬ 
portation  plan  by  the  Metropolitan  Planning 
Organization 

Existence  of  an  adequate  unified  work  pro¬ 
gram. 

Existence  of  current  and  valid  agreements 
establishing  responsibilities  for  carrying  out 
transportation  planning. 

A  deficiency  In  any  particular  factor  will 
not  necessarily  result  In  a  negative  deter¬ 
mination.  UMTA,  consistent  with  its  current 
practice,  may  make  a  positive  determination 
with  conditions  that  specify  corrective  ac¬ 
tions  be  taken  or  with  limitations  as  to  the 
categories  of  projects  that  may  be  approved. 

In  order  to  make  this  determination.  UMTA 
may  request  Information  relating  to  these  re¬ 
quirements  from  the  Metropolitan  Planning 
Organization. 

PROJECT  REVIEW 

No  project  will  be  approved  unless  It  Is 
developed  through  the  continuing,  coopera¬ 
tive  and  comprehensive  urban  transportation 
planning  process  and  Included  In  plans  and 
programs  for  a  unified  or  officially  coordi¬ 
nated  urban  transportation  system  consist¬ 
ent  with  the  planned  development  of  the 
urbanized  area.  Prior  to  project  approval, 
UMTA  will  determine  that  the  area  has  met 
the  planning  requirements  of  the  Act  and 
that  the  project  Is  Included  in  the  approved 
annual  program  of  projects. 

E.  Boundaries  tor  Urbanized  Areas 

Section  5  permits  the  fixing  of  boundaries 
to  define  the  geographic  extent  of  projects 
funded  under  section  5.  The  boundaries  shall 
be  fixed  so  that  they  encompass  at  a  mini¬ 
mum,  the  entire  urbanized  area  designated 
within  a  State  by  the  Census  Bureau  and, 
if  desired,  adjacent  areas  which  may  be  in¬ 
cluded  by  responsible  State  and  local  officials 
in  cooperation  with  each  other  and  in  con¬ 
sultation  with  publicly-owned  operators  of 
mass  transportation  services.  All  Section  5 
projects  consisting  of  the  construction  or 
improvement  of  fixed  facilities  shall  be 
within  these  boundaries.  All  other  Section  5 
capital  assistance,  as  well  as  operating 
assistance  projects,  must  serve  mass  trans¬ 
portation  within  the  urbanized  area  but 
need  not  be  constrained  by  these  boundaries. 

Boundaries  set  for  the  purpose  of  section 
5  and  for  the  Title  23  Highway  Program 
should  be  the  same.  Regulations  governing 
the  establishment  of  boundaries  under  Title 
23  were  proposed  In  39  PR  36350  (1974)  — 
Urban  Area  Boundaries.  Prior  to  final  pro¬ 
mulgation,  the  regulations  will  be  revised  to 
Include  the  section  5  requirement.  Proposed 
boundaries  must  be  submitted  for  approval 
to  the  UMTA  and  FHWA  Administrators 
These  boundaries  should  not  be  confused 
with  the  boundaries  used  for  apportionment 
of  section  5  funds.  The  computation  for  ap¬ 
portionment  of  section  5  funds  is  based 
exclusively  on  the  geographic  boundaries 
defined  by  the  Bureau  of  the  Census  and  will 
not  be  affected  by  boundaries  established  for 
project  purposes. 

P.  Program  Requirement 

BACKGROUND 

This  section  defines  the  steps  to  be  fol¬ 
lowed  in  the  programming  of  section  5 
projects. 

UMTA  currently  requires  a  Transit  De¬ 
velopment  Program  (TDP)  which  is  a  prod¬ 
uct  of  the  urban  transportation  planning 
process  and  is  a  staged  multiyear  program  of 
Federally  and  non-Pederally  funded  mass 
transportation  improvements.  The  TDP  is 
necessary  to  satisfy  the  requirement  that 
projects  approved  under  Section  5  are  needed 
to  carry  out  a  program  for  a  unified  or 


officially  coordinated  urban  transportation 
system  as  part  of  the  comprehensively  plan¬ 
ned  development  of  urban  areas.  If  a  cur¬ 
rent  TDP  is  on  file  with  UMTA.  it  need  not 
be  resubmitted. 

In  addition  to  the  TDP.  an  annual  program 
of  projects  will  now  be  required  to  identify 
the  capital  and  opeartlng  projects  to  be 
submitted  for  approval  under  section  5.  Proj¬ 
ect  applications  will  not  be  considered  unless 
the  project  has  been  Included  In  an  ap¬ 
proved  annual  program  of  projects. 

As  described  under  the  Planning  Require¬ 
ment  section  of  these  guidelines.  Joint  pro¬ 
gramming  procedures  are  being  proposed  by 
UMTA  and  FHWA  (39  FR  39665  [19741- 
Transportation  Improvement  Program) . 
When  adopted,  these  Joint  regulations  will 
include  section  5  projects  and  will  replace 
the  requirements  outlined  in  this  section  of 
the  guidelines. 

GENERAL  REQUIREMENT 

The  recipient (s)  shall  submit  to  the  Ad¬ 
ministrator,  through  the  Metropolitan  Plan¬ 
ning  Organization,  a  single  annual  program 
of  projects  for  use  of  section  5  funds  for  each 
urbanized  area  both  over  and  under  200,000 
population.  The  annual  program  of  projects 
shall  identify  the  operating  and  capital  proj¬ 
ects  proposed  for  Federal  assistance  In  the 
local  fiscal  year  for  which  assistance  is  sought 
and  shall  encompass  the  geographic  area  for 
which  long-range  transportation  planning  is 
being  conducted.  Where  more  than  one  ur¬ 
banized  area  is  included  In  this  geographic 
area,  only  one  annual  program  of  projects  is 
to  be  submitted.  The  annual  program  of  proj¬ 
ects  may  indicate  use  of  apportioned  funds  in 
or  for  a  multistate  urbanized  area  without 
constraint  as  to  State  boundaries.  The  pro¬ 
gram  of  projects  may  be  amended  at  any 
time  through  the  process  by  which  it  was 
originally  developed. 

PROGRAM  CONTENT 

The  annual  program  of  projects  shall  con¬ 
sist  of  projects  with  a  total  Federal  funding 
requirement  not  to  exceed  the  amount  of  sec¬ 
tion  5  funds  apportioned  to  the  urbanized 
area  or,  in  the  case  of  urbanized  areas  under 
200,000,  shall  not  exceed  the  amount  of  funds 
apportioned  to  the  Governor  and  made  avail¬ 
able  by  the  Governor  to  the  urbanized  area. 

The  annual  program  of  projects  shall  In¬ 
clude  : 

A  narrative  description  of  how  the  pro¬ 
gram  of  projects  relates  to  the  Transit  De¬ 
velopment  Program  and  how  each  project 
contributes  to  a  unified  or  officially 
coordinated  transportation  system. 

Descriptive  material  sufficient  to  identify 
each  project. 

The  name  of  the  recipient  who  will  submit 
a  formal  project  application  to  UMTA,  and 
the  name  of  the  entity  that  will  actually 
carry  out  the  project. 

An  expression  of  Intent  to  submit  a  pro¬ 
gram  of  actions  for  Improving  the  efficiency 
of  transit  services  with  the  FY  1976  program 
of  projects. 

PROJECT  INITIATION  FOR  INCLUSION  IN  THE 
PROGRAM  OF  PROJECTS 

Section  5  operating  and  capital  assistance 
projects  to  be  Included  in  the  program  of 
projects  may  be  Initiated  by  recipients,  local 
public  and  private  operators  of  mass  trans¬ 
portation  services,  or  principal  elected  offi¬ 
cials  of  general  purpose  local  governments 
in  consultation  with  local  operators  of  mass 
transportation  services. 

ACTION  REQUIRED  BY  METROPOLITAN  PLANNING 
ORGANIZATION 

The  Metropolitan  Planning  Organization 
shall  annually  endorse  the  program  of  proj¬ 


ects  as  a  product  of  the  continuing  compre¬ 
hensive  planning  process.  The  Metropolitan 
Planning  Organization  shall  then  forward 
the  endorsed  program  to  the  Administrator 
and  to  the  Governor(s). 

APPROVAL 

UMTA  shall  provide  a  30-day  review  pe¬ 
riod  from  the  date  of  submission  during 
which  the  Governor  may  submit  comments 
to  UMTA  unless  the  Governor  has  indicated 
that  no  comments  will  be  forthcoming. 

Upon  the  determination  of  the  Admin¬ 
istrator  that  the  program  or  portion  there¬ 
of  is  in  conformance  with  these  proce¬ 
dures  and  that  the  urbanized  area  is 
eligible  under  the  planning  requirements 
for  assistance,  notice  of  program  accept¬ 
ance  will  be  given  to  the  recipients  and 
the  Metropolitan  Planning  Organization. 
When  so  notified,  the  area  becomes  eligible 
for  Section  5  assistance,  and  the  recipients 
may  submit  project  applications  to  UMTA. 

REQUIREMENTS  TO  CONSERVE  ENERGY  AND  TO 
IMPROVE  THE  EFFICIENCY  OF  TRANSIT  SERVICE 

UMTA  intends  to  promulgate  special 
requirements  to  conserve  energy  and  im¬ 
prove  the  efficiency  of  transit  service  pur¬ 
suant  to  section  5(d)(2)  of  the  Act.  The 
requirements  will  take  the  form  of  a  regula¬ 
tion  stipulating  the  submis<='~-  of  a  short- 
range,  staged  implementation  plan  for 
Fiscal  Year  1976.  Beginning  in  Fiscal  Year 
1977,  an  annual  program  of  projects  shall 
not  be  approved  unless  it  contains  docu¬ 
mented  evidence  of  reasonable  progress  In 
the  implementation  of  the  staged  plan. 

It  is  anticipated  that  the  energy  conser¬ 
vation  and  transit  efficiency  Improvement 
plan  will  be  required  to : 

1.  Indicate  measures  that  will  be  adopted 
to  increase  the  efficiency,  effectiveness  and 
fuel  economy  of  transit  operations,  such 
as:  designation  of  a  coordinated  network 
of  exclusive  or  reserved  transit  lanes  on 
expressways,  arterlals  and  city  streets 
wherever  such  lanes  can  substantially  con¬ 
tribute  to  more  efficient,  rapid  and  reliable 
movement  of  transit  vehicles,  especially 
during  peak  periods;  procedures  to  enforce 
such  lanes;  Improved  scheduling  and  dis¬ 
patching  techniques;  real-time  bus  con¬ 
trol;  traffic  signal  preemption;  and  other 
actions  designed  to  give  buses  preference  or 
to  facilitate  their  movement  In  mixed  flow 
of  traffic. 

2.  Consider  the  need  for  and  assess  the 
feasibility  of  additional  traffic  manage¬ 
ment,  pricing  and  regulatory  measures 
which  might  contribute  to  conserving 
energy  and  to  improving  the  efficiency  of  the 
overall  transportation  system,  such  as :  park¬ 
ing  restrictions;  use  of  differential  tolls  and 
transit  fares  to  promote  off-peak  travel;  pro¬ 
motion  of  staggered  work  hours;  creation  of 
transltways;  provision  of  fringe  parking  along 
principal  transit  routes;  and  other  actions 
designed  to  make  more  efficient  use  of  the 
existing  transportation  facilities. 

3.  Identify  positive  management  actions 
on  the  part  of  transit  operators  which  would 
improve  the  efficiency  and  productivity  of 
transit  operations. 

G.  Project  Application 

INTRODUCTION 

A  project  application  Is  to  be  submitted 
for  each  capital  or  operating  assistance  proj¬ 
ect  contained  In  the  annual  program  of 
projects  approved  by  UMTA.  Capital  and  op¬ 
erating  assistance  projects  must  meet  cer¬ 
tain  general  requirements  as  well  as  specific 
requirements  applicable  to  the  type  of  proj¬ 
ect  for  which  funding  Is  sought.  The  fol¬ 
lowing  material  describes  those  require¬ 
ments  and  provides  information  regarding 
the  content  of  the  project  application. 
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general  requirements  for  capital  and 

OPERATING  PROJECTS 

1.  Maintenance  of  Effort, 
a.  Requirement — The  maintenance  of 
effort  requirement  Is  Imposed  to  ensure  that 
State  and  local  support,  and  mass  transpor¬ 
tation  non-fare  box  revenues  will  be  main¬ 
tained  for  provision  of  mass  transportation 
services. 

The  level  of  effort  which  must  be  main¬ 
tained  during  the  local  fiscal  year  for  which 
assistance  Is  sought  is  equal  to  the  average 
amount  of  State  and  local  government  funds 
and  non-fare  box  mass  transportation  reve¬ 
nues  expended  on  the  operation  of  mass 
transportation  service  In  the  two  Immedi¬ 
ately  preceding  local  fiscal  years.  The  local 
fiscal  years  are  those  of  the  operator  of  mass 
transportation  services.  Failure  to  maintain 
this  effort  disqualifies  a  mass  transportation 
operator  from  receiving  assistance  under  sec¬ 
tion  5.  The  following  Items  are  to  be  In¬ 
cluded  in  the  maintenance  of  effort  calcula¬ 
tion: 

State  and  local  government  funds  applied 
to  mass  transportation  operating  expenses. 

Mass  transportation  system  non-fare  box 
revenues  such  as  advertising,  concessions, 
and  property  leases. 

Coat  of  contributed  services  necessary  for 
the  operation  of  mass  transportation  serv¬ 
ices  which  are  not  otherwise  reimbursed. 

While  the  maintenance  of  effort  shall  be 
maintained  In  total,  nothing  precludes 
changes  within  the  Individual  amounts  com¬ 
prising  the  total  maintenance  of  effort.  The 
maintenance  of  effort  sum  shall  not  Include 
revenues  from  fare  collections,  school  bus 
and  charter  bus  services  revenues.  State  and 
local  government  funds  applied  to  the  ac¬ 
quisition  of  property  and  capital  facilities 
or  to  the  repayment  of  long-term  debt,  In¬ 
come  not  directly  attributable  to  the  pro¬ 
visions  of  mass  transportation  services,  cost 
of  contributed  property  and  capital  facilities 
and  amounts  made  available  through  the 
Federal  Revenue  Sharing  Program. 

It  Is  also  expected  that  current  exemptions 
from  State  and  local  taxes  will  be  main¬ 
tained. 

b.  Documentation — The  calculation  of  the 
required  maintenance  of  effort  for  operators 
of  mass  transportation  services  requesting 
assistance  under  section  5  shall  be  a  part  of 
the  project  application.  This  shall  consist 
of  a  "Statement  of  Revenues  and  Expenses” 
and  a  "Statement  of  Changes  in  Financial 
Position”  Indicating  projected  or  actual 
amounts  for  the  local  fiscal  year  for  which 
assistance  Is  sought  and  showing  actual 
amounts  for  the  two  Immediately  preceding 
local  fiscal  years.  The  statements  shall  in¬ 
dicate  and  summarize  the  Items  Included  In 
the  maintenance  of  effort  calculation.  Con¬ 
tributed  services  shall  be  documented  as  to 
their  valuation  and  as  to  the  basis  for  allo¬ 
cation  of  benefits  to  transportation  opera¬ 
tions. 

In  the  event  that  accounting  principles  and 
practices  have  changed  during  the  local  fiscal 
years  reported,  a  restatement  of  the  changed 
reporting  period  will  be  necessary  for  com¬ 
parison  purposes.  Such  changes  In  ac¬ 
counting  principles  shall  be  described  and  the 
effects  of  such  changes  documented.  For  pur¬ 
poses  of  reporting  to  UMTAi  changes  In  ac¬ 
counting  principles  will  be  subject  to  UMTA 
approval. 

The  following  certification  must  be  made 
by  an  independent  certified  public  account¬ 
ant  with  regard  to  the  financial  statements: 

“The  comparative  financial  statements  re¬ 
lating  to  maintenance  of  effort,  fairly  pre¬ 
sent  the  actual  and  projected  sources  of  funds 
and  results  of  operations  for  all' local  fiscal 
years  reported.  In  conformity  with  generally 


accepted  accounting  principles  applied  on  a 
consistent  basis." 

2.  Improve  or  Continue  Service. 

a.  Requirement — The  operators  of  mass 
transportation  services  receiving  Section  5 
assistance  shall  use  the  assistance  to  improve 
or  continue  such  services.  However,  Improve¬ 
ment  and  continuation  does  not  preclude 
selected  reductions  and  reallocations  of  serv¬ 
ices  where  the  changes  can  be  shown  to  Im¬ 
prove  the  overall  mobility  within  the  urban¬ 
ized  area. 

b.  Documentation — The  project  applica¬ 
tion  shall  contain  assurances  that  the  project 
will  be  used  to  Improve  or  continue  mass 
transportation  services. 

c.  Notice — UMTA  may  Issue  further  guide¬ 
lines  pursuant  to  this  requirement. 

3.  Fares:  Elderly  and  Handicapped. 

a.  Requirement — In  order  to  receive  sec¬ 
tion  5  assistance,  an  operator  of  mass  trans¬ 
portation  services  must  provide  for  charging 
no  more  than  one-half  of  the  peak  hour  fare 
to  elderly  and  handicapped  persons  during 
non-peak  hours.  As  defined  in  16(d)  of  the 
Act,  "handicapped  person"  means  any  Indi¬ 
vidual  who,  by  reason  of  llliness,  Injury,  age, 
congenital  malfunction  or  other  permanent 
or  temporary  Incapacity  or  disability.  Is  un¬ 
able  without  special  facilities  or  special  plan¬ 
ning  or  design  to  utilize  mass  transportation 
facilities  and  services  as  effectively  as  per¬ 
sons  who  are  not  so  affected.  The  definition  of 
"elderly"  may  be  determined  by  the  operator 
but  must  Include,  as  a  minimum,  persons  65 
years  of  age  and  over.  The  one-half  fare  re¬ 
quirement  must  be  met  prior  to  execution  of 
the  formal  project  agreement. 

b.  Documentation — The  project  applica¬ 
tion  shall  Include  a  description  of  the  pro¬ 
cedure  for  carrying  out  this  requirement. 

4.  Protection  of  the  Interests  of  Employees. 

a.  Requirement — Section  13c  of  the  Act 
requires  that  fair  and  equitable  arrangements 
as  determined  by  the  Secretary  of  Labor 
must  be  made  to  protect  the  Interests  of  em¬ 
ployees  affected  by  section  5  assistance.  Such 
arrangements  shall  Include  provisions  pro¬ 
tecting  individual  employees  against  a  wor¬ 
sening  of  their  positions  with  respect  to  their 
employment. 

b.  Notice — UMTA  Is  currently  discussing 
with  the  Secretary  of  Labor  a  simplified  pro¬ 
cedure  for  meeting  the  section  13c  require¬ 
ment.  Documentation  procedures  will  be 
announced  as  soon  as  possible.  In  the  In¬ 
terim,  the  existing  Section  13c  procedure  will 
bo  applicable. 

5.  Social,  Environmental  and  Economic 
Impact. 

a.  Requirement — The  requirements  under 
Protection  of  the  Environment  on  pages 
IIB-8  through  IIB-11  of  the  UMTA  “External 
Operating  Manual”  for  environmental 
analysis  must  be  met.  Additional  considera¬ 
tions  are  required  for  projects  funded  under 
section  5.  The  analysis  must  document  con¬ 
sideration  of  the  best  overall  public  Interest, 
taking  Into  account  the  need  for  fast,  safe 
and  efficient  transportation,  public  services, 
and  conservation  of  environment  and  na¬ 
tural  resources,  and  the  cost  of  eliminating 
or  minimizing  adverse  social,  economic,  and 
environmental  effects  such  as: 

Air,  noise  and  water  pollution. 

Destruction  or  disruption  of  manmade  and 
natural  resources,  aesthetic  values,  com¬ 
munity  cohesion  and  the  availability  of  pub¬ 
lic  facilities  and  services. 

Adverse  employment  effects,  and  tax  and 
property  value  losses. 

Injurious  displacement  of  people,  busi¬ 
nesses  and  farms. 

Disruption  of  desirable  community  and 
regional  growth. 

For  construction  projects,  the  required  en¬ 
vironmental,  social  and  economic  analysis 


must  Include  analysis  of  the  effects  of  the 
proposed  location  and  design  consideration 
given  to  various  alternatives  considered. 

Operating  assistance  projects  and  capital 
assistance  projects  for  rolling  stock  may  In¬ 
volve  few  of  the  listed  Impacts.  Where  no 
significant  Impact  on  the  environment  Is 
expected,  this  should  be  substantiated  In  a 
statement  declaring  that  the  effects  are 
negative. 

The  above  provisions  are  not  applicable  to 
projects  for  preliminary  engineering. 

b.  Documentation — The  detailed  environ¬ 
mental,  social  and  economic  analysis  of  sec¬ 
tion  5  projects  should  be  contained  In  a 
report  to  be  submitted  to  UMTA  as  a  part 
of  the  project  application.  A  draft  of  the 
report  shall  be  available  for  the  required 
public  hearing. 

6.  Public  Hearing. 

a.  Requirement — The  recipient  shall  hold 
a  public  hearing  on  each  proposed  section  5 
project.  A  public  hearing  may  be  held  before 
the  project  application  Is  submitted  to 
UMTA. 

The  recipient  shall  publish  a  notice  of 
Intent  to  hold  the  public  hearing  In  news¬ 
papers  of  general  circulation  In  the  lo¬ 
cality,  Including  newspapers  oriented  to  the 
minority  communities.  This  notice  shall  be 
advertised  at  least  twice,  with  the  first  adver¬ 
tisement  occurring  not  less  than  30  days 
before  the  date  of  the  hearing.  The  notice 
shall  Indicate  that  the  proposed  project  ap¬ 
plication,  the  program  of  section  5  projects, 
the  Transit  Development  Program  and  the 
draft  report  describing  the  environmental, 
social  and  economic  Impacts  of  the  proposed 
project  or  projects,  will  be  made  available 
on  a  reasonable  basis  for  public  Inspection. 

The  notice  shall  describe  the  proposed 
project  in  detail  sufficient  to  Inform  mem¬ 
bers  of  the  general  public  of:  (1)  The  pur¬ 
pose  or  Intent  of  the  pubic  hearing;  (2)  the 
nature  and  location  of  the  project;  (3)  the 
estimated  cost  and  method  of  financing  the 
project;  (4)  the  number  of  families  and  busi¬ 
nesses  likely  to  be  displaced  by  the  project; 
(5)  any  significant  effects  anticipated  as  a 
result  of  the  project;  (6)  conformance  to 
comprehensive  land  use  and  transportation 
planning;  and  (7)  any  other  features  of  the 
project  which  raise  significant  economic,  so¬ 
cial  or  environmental  Issues. 

In  addition  to  publication,  the  notice  shall 
also  be  provided  to  the  principal  elected 
public  official  of  each  general  purpose  unit 
of  government  within  whose  jurisdiction  the 
proposed  project  will  be  located.  In  the  case 
of  fixed  facilities  the  notice  shall  be  pro¬ 
vided  to  the  principal  elected  official  of  the 
general  purpose  unit  of  government  In  which 
the  project  Is  to  be  physically  located.  In  the 
case  of  projects  Involving  non-fixed  facilities 
or  the  payment  of  operating  expenses,  the 
notice  must  be  provided  to  the  principal 
elected  official  of  each  general  purpose  unit 
of  government  within  the  service  area  of  the 
mass  transportation  operator  receiving  the 
assistance.  The  notice  may  also  Include  a 
statement  that,  should  the  Urban  Mass 
Transportation  Administration  prepare  a 
formal  statement  of  the  environmental  Im¬ 
pacts  of  the  project,  the  availability  of  such 
statement  from  UMTA  will  be  made  known 
by  publication  In  the  same  manner  as  pub¬ 
lication  of  the  notice  of  hearing. 

b.  Documentation — The  applicant  must 
submit  a  copy  of  the  published  notice,  a  tran¬ 
script  of  the  public  hearing,  and  the  final 
report  on  environmental,  social  and  economic 
Impacts  of  the  project  with  the  plans,  speci¬ 
fications  and  estimates.  If  Impact  Issues  were 
raised  at  the  public  hearing  that  were  not 
addressed  In  the  draft  report  available  at 
the  hearing,  supplemental  material  should 
be  added  prior  to  submittal  of  the  final  re¬ 
port  to  UMTA. 
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The  final  report  shall  also  include  the 
views,  if  any,  of  the  principal  elected  officials 
of  any  jurisdiction  in  which  the  project  is 
to  be  located.  In  addition,  it  shall  address 
any  views  of  those  elected  officials  in  whose 
jurisdiction  a  project  involving  the  improve¬ 
ment  or  construction  of  a  fixed  facility  is  to 
be  located  with  respect  to  corridor,  location 
and  design. 

If  UMTA  determines  that  the  notice  of 
public  hearing  or  the  hearing  itself  was  in¬ 
adequate  to  give  parties  with  significant 
social,  economic  or  environmental  interests 
an  adequate  opportunity  to  present  their 
views  with  regard  to  the  proposed  project, 
it  may  require  the  applicant  to  hold  an  addi¬ 
tional  hearing.  If  there  is  any  substantial 
change  in  the  scope  of  the  project  after  a 
hearing  is  held,  an  additional  hearing  will 
be  required. 

7.  Other  General  Requirements. 

Other  General  Requirements  which  must 
be  met  by  capital  and  operating  assistance 
projects,  funded  under  section  5,  are  listed 
below  with  page  reference  (where  available) 
to  UMTA’s  External  Operating  Manual 
or  to  the  Act. 

a.  Protection  of  Private  Transportation 
Companies  (p.  IIB-6) . 

b.  Charter  Bus  Operations,  section  3(f), 
UMT  Act. 

c.  School  Bus  Operations,  section  3(g), 
UMT  Act. 

d.  Non-discrimination  in  Program  Bene¬ 
fits  (Title  VI  Civil  Rights  Assurance)  (p. 
IIB-13  and  Appendix  3,  Exhibit  N.) . 

e.  Special  Needs  of  the  Elderly  and  Handi¬ 
capped  (p.  IIB-14) . 

f.  Review  of  Area  Planning  (p.  IIB-7). 

SPECIFIC  REQUIREMENTS  FOR  CAPITAL 
ASSISTANCE  APPLICATIONS 

Capital  assistance  projects  funded  under 
section  5  shall  meet  the  General  Require¬ 
ments  listed  above.  The  requirements  for 
capital  assistance  projects  described  in  sec¬ 
tion  I  IB  of  the  UMTA  External  Operating 
Manual  shall  also  be  met.  In  those  cases, 
where  the  requirements  are  duplicative  (such 
as  Environment  and  Public  Hearing),  the 
section  5  requirement  will  take  precedence. 

UMTA  encourages  the  use  of  section  5 
funds  for  routine  bus  purchases.  Any  ap¬ 
plication  for  section  3  capital  grant  funds 
for  assistance  in  annual  or  periodic  bus  re¬ 
placement  programs  will  describe,  as  an 
element  of  project  justification,  the  attempts 
made  by  the  applicant  to  use  section  5  funds 
and  Federal-Aid  Urban  System  funds  to 
meet  the  need  of  all  or  part  of  its  bus  re¬ 
placement  program. 

Eligible  projects  Include  the  acquisition, 
construction,  and  improvement  of  facilities 
and  equipment  for  use,  by  operation,  lease 
or  otherwise,  in  mass  transportation  service. 
Eligible  projects  may  include  the  designing, 
engineering,  locating,  surveying,  mapping, 
acquisition  of  right-of-way,  relocation  as¬ 
sistance,  and  acquisition  and  replacement  of 
housing  sites  necessary  to  carry  out  the 
project. 

The  Federal  share  of  the  net  Droject  cost 
shall  not  exceed  80  percent.  Additional  re¬ 
quirements  which  must  be  met  by  capital 
assistance  projects  funded  under  section  5 
and  their  references  in  the  current  UMTA 
External  Ooeratin?  Manual  e.re: 

a.  Use  of  Project  Equipment,  (p.  IIB-12). 

b.  Amount  of  Capital  Grant  and  Net 
Project  Cost  (p.  IIB-2) . 

c.  Relocation  Requirements  (p.  11-13). 

d.  Provisions  of  the  Davis-Bacon  Act  (d 
IIB-31). 

SPECIFIC  REQUIREMENTS  FOR  OPERATING 
ASSISTANCE  APPLICATIONS 

1.  Definition  of  Operating  Assistance  Pro- 
Ject — An  operating  assistance  project  repre¬ 


sents  the  eligible  operating  expenses  incurred 
or  projected  during  a  local  fiscal  year  by  a 
mass  transportation  operator  or  system 
serving  an  urbanized  area.  A  project  may 
combine  assistance  for  more  than  one  opera¬ 
tor,  i.e„  the  project  may  cover  an  entire 
transportation  system. 

2.  Project  Period — The  project  period  shall 
be  for  the  local  fiscal  year  except  that  for 
the  first  year  only  those  expenses  which  are 
Incurred  on  or  after  November  26,  1974,  can 
be  included.  Should  the  first  year  commence 
prior  to  November  26,  1974,  it  will  be  neces¬ 
sary  to  allocate  operating  expenses  to  the 
portion  of  the  project  period  prior  to  Novem¬ 
ber  26,  1974,  and  to  the  portion  of  the  project 
period  falling  after  November  25,  1974.  Ap¬ 
portioned  funds  may  be  used  in  one  or  more 
local  fiscal  years,  so  that  less  than  the  total 
apportionment  may  be  used  for  any  one  local 
fiscal  year.  However,  a  separate  application 
must  be  made  for  each  local  fiscal  year’s  ex¬ 
penses  for  which  assistance  is  sought. 

3.  Federal  Share — The  Federal  share  of  an 
operating  assistance  project  shall  be  limited 
to: 

(1)  Up  to  50  percent  of  the  total  eligible 
expenses  incurred  in  operating  a  public 
transportation  system  in  the  fiscal  years  for 
which  assistance  is  sought; 

(2)  Availability  of  section  5  funds  ap¬ 
portioned  to  the  urbanized  area  in  which 
the  public  transportation  system  operates; 

(3)  Availability  of  local  share,  as  defined 
below,  to  match  Federal  funds. 

Federal  funds  must  be  applied  to  eligible 
operating  expenses. 

4.  Local  Share  for  Operating  Assistance 
Projects — Federal  funds  must  be  matched 
by  one  or  more  of  the  following  sources: 

(1)  State  and  local  government  funds. 

(2)  Non-fare  box  transit  system  operating 
revenues  such  as  advertising,  concessions, 
and  property  leases;  but  not  school  and 
charter  bus  revenues. 

(3)  The  cost  of  contributed  services  nec¬ 
essary  for  the  operation  of  mass  transporta¬ 
tion  services  (any  such  cost  must  be  docu¬ 
mented  as  to  its  valuation  and  as  to  the  basis 
for  allocation  of  such  cost  to  transit  opera¬ 
tions)  . 

(4)  Undistributed  cash  surpluses. 

(5)  Replacement  or  depreciation  funds  or 
reserves  available  in  cash. 

(6)  New  capital. 

To  be  eligible  as  local  share,  funds  from 
the  above  sources  must  be  expended  for  mass 
transportation  services  for  the  local  fiscal 
year  of  the  project.  Local  share  shall  not 
include  amounts  made  available  through 
other  Federal  programs  including  Federal 
General  Revenue  Sharing  except  to  the  ex¬ 
tent  specifically  permitted  by  law. 

5.  Project  Documentation — The  operating 
assistance  project  shall  be  described  as 
follows : 

(a)  A  "Statement  of  Revenues  and  Ex¬ 
penses”  and  a  "Statement  of  Changes  in  Fi¬ 
nancial  Position”  shall  specify  the  results 
of  operations  and  the  source  and  applica¬ 
tion  of  Federal,  State  and  local  Government 
funds  and  other  transportation  revenues. 
Contributed  property  and  services  shall  be 
shown  as  a  footnote  to  the  above  statements 
or  on  a  separate  statement.  Encumbrances 
need  not  be  included.  (This  documentation 
requirement  will  be  satisfied  by  the  docu¬ 
mentation  requirement  for  maintenance  of 
effort.) 

(b)  An  explanation  shall  be  given  of 
changes  from  the  preceding  fiscal  year  to 
include,  but  not  limited  to  the  following : 

Projected  changes  in  level  of  service. 
Projected  changes  in  expenses  for  provid¬ 
ing  the  existing  level  of  service. 

Anticipated  changes  in  revenues  and  con¬ 
tributed  services. 

6.  Definition  of  Eligible  Expenses — Eligible 
expenses  are  those  operating  expenses  in¬ 


curred  on  an  accrual  basis  during  the  proj¬ 
ect  period  by  a  mass  transportation  operator 
(operators)  in  an  urbanized  area.  Such  ex¬ 
penses,  to  be  eligible,  whether  charged  to  the 
project  on  a  direct  or  indirect  basis,  must 
be  in  conformance  with  the  requirements  of 
Federal  Management  Circular  74-4  (FMC  74- 
4) ,  “Cost  Principles  Applicable  to  Grants  and 
Contracts  with  State  and  Local  Govern¬ 
ments,”  (formerly  OMB  Circular  A-87)  ex¬ 
cept  as  modified  or  further  clarified  herein. 

(a)  For  purposes  of  interpretation  of  FMC 
74-4,  the  term  “grantee”  shall  refer  to  the 
private  or  public  entity  providing  the  trans¬ 
portation  service,  the  term  “grant  program” 
shall  refer  to  the  Improvement  and/or  con¬ 
tinuance  of  mass  transportation  service  and 
the  cost  allocation  plan  shall  be  submitted 
directly  to  UMTA  upon  approval  of  the 
project  application  by  UMTA. 

(b)  Eligible  operating  expenses  shall  be 
limited  to  direct  labor,  material  and  over¬ 
head  expenses  as  well  as  expenses  for  con¬ 
tractual  services  directly  incident  to  the 
management  and  operation  of  transporta¬ 
tion  services.  Supportive  services  provided 
by  general  purpose  local  governments  or 
planning  agencies  must  have  a  direct  bene¬ 
fit  to  the  provision  of  transportation  serv¬ 
ices.  Consistent  with  the  provisions  of  FMC 
74-4,  the  cost  allocation  plan  shall  docu¬ 
ment  the  basis  for  allocation  of  such  sup¬ 
portive  services  expenses  to  transit  opera¬ 
tions. 

(c)  Operating  expenses  incurred  prior  to 
the  enactment  of  the  National  Mass  Trans¬ 
portation  Assistance  Act  of  1974  (November 
26, 1974)  are  not  allowable. 

(d)  Expenses  incurred  by  a  mass  trans¬ 
portation  operator  in  the  development  of 
a  program  of  projects,  where  this  technical 
support  is  unique  to  the  operation  of  a 
system  or  directs  time  and  resources  from 
the  operation  of  the  system,  may  be  Included 
as  expenses  of  the  transportation  operator. 
However,  where  this  technical  support  dupli¬ 
cates  staff  capability  of  other  agencies  or 
where  such  support  is  provided  by  contract 
with  another  public  or  private  entity,  such 
expenses  are  ineligible. 

(e)  Expenses  Incurred  by  the  Governor, 
the  designated  recipient  or  other  party  in 
its  capacity  as  an  Intermediary  for  providing 
Section  5  funds  between  UMTA  and  the 
entity  providing  the  mass  transportation 
service  are  not  eligible  operating  expenses. 

(f)  Expenses  that  are  reimbursed  by  other 
Federal  programs  or  other  urban  transporta¬ 
tion  activities  of  DOT  are  not  eligible. 

(g)  For  public  mass  transportation  opera¬ 
tors,  depreciation  is  not  allowable.  For  pri¬ 
vate  mass  transportation  operators,  depre¬ 
ciation  is  allowable  to  the  extent  that  (a) 
capital  equipment  and  facilities  acquisition 
are  not  subsidized  by  Federal,  State  and 
local  government  funds;  (b)  such  deprecia¬ 
tion  has  not  been  previously  recognized  for 
income  tax  purposes;  and  (c)  the  depre¬ 
ciation  method  shall  not  cause  depreciation 
to  be  accelerated  beyond  the  IRS  guidelines. 

(h)  For  public  mass  transportation  opera¬ 
tors,  proceeds  from  the  sale  of  capital  equip¬ 
ment  and  facilities  will  not  offset  eligible 
operating  expenses.  If  such  equipment  or 
facilities  had  originally  been  acquired  with 
UMTA  assistance,  a  pro  rata  share  of  the 
net  proceeds  will  be  refunded  to  UMTA.  For 
private  mass  transportation  operators,  pro¬ 
ceeds  from  the  sale  of  equipment  or  facili¬ 
ties  in  excess  of  the  depreciated  value  of 
such  equipment  or  facilities  shall  offset 
eligible  operating  expenses. 

(I)  For  private  mass  transportation  opera¬ 
tors,  provision  for  income  taxes  is  not  an 
eligible  operating  expense. 

(J)  Pension  benefits  and  contributions  to 
a  pension  plan  are  eligible  only  if  they  are 
actually  paid. 
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(k)  Interest  and  other  financial  costs  as¬ 
sociated  with  borrowings  to  provide  work¬ 
ing  capital  to  pay  current  operating  expenses 
are  eligible  operating  expenses. 

(l)  Costs  of  advisory  councils  are  eligible 
only  with  prior  UMTA  approval. 

(m)  Interest  Income  earned  on  working 
capital  will  offset  eligible  operating  expenses. 

Any  category  of  expense  not  described  in 
PMC  74-4  or  above,  may  be  submitted  to 
UMTA  for  a  determination  as  to  eligibility. 

Changes  in  accounting  principles  which 
affect  the  method  by  which  operating  ex¬ 
penses  are  compiled  will  be  documented  as 
described  under  the  maintenance  at  effort 
section.  In  addition,  an  explanation  shall  be 
given  for  expenses  which  are  currently  carried 
as  operating  expenses  of  the  transportation 
operator  but  which  previously  were  not  car¬ 
ried  as  such. 

Schedule  of  Apportionments 

Under  section  5(b)  (1)  funds  are  authorized 
for  apportionment  to  Governors  and  ur¬ 
banized  areas  for  each  of  six  years.  The 
amounts  are  as  follows: 


Fiscal  year:  In  millions 

1975  . . $300 

1976  — . 500 

1977  - 660 

1978  . . 775 

1979  . 850 

1980  _ 900 


6-Year  total _ 3, 975 


Under  this  program  funds  are  to  be  ap¬ 
portioned  to  urbanized  areas  (as  defined  by 
the  Bureau  of  the  Census)  according  to  a 
formula  under  which  one-half  is  propor¬ 
tional  to  urbanized  area  population  and  one- 
half  is  proportional  to  population  weighted 
by  a  factor  of  density.  In  the  attached  pro¬ 
jections,  the  second-half  of  this  formula  is 
computed  on  the  basis  of  the  product  of  an 
area’s  population  times  its  population  density 


expressed  as  percent  per  square  mile  of  land 
area.  A  mathematical  specification  of  the 
formula  is  attached  as  a  technical  appendix. 

Amounts  attributable  to  urbanized  areas 
of  200,000  population  and  above  are  appor¬ 
tioned  directly  to  the  urbanized  for  use  by 
recipients  to  be  designated  by  the  Governors, 
responsible  local  officials,  and  public  transit 
operators,  in  accordance  with  a  single  pro¬ 
gram  of  projects  for  the  urbanized  area. 
Apportionments  for  multl-State  urbanized 
areas  have  been  computed  on  the  basis  of  the 
area  as  a  whole,  although  these  apportion¬ 
ments  have  been  broken  down  into  State 
portions  in  order  to  illustrate  the  sub-alloca¬ 
tion  that  would  result  from  applying  the 
same  formula  within  such  areas  as  has  been 
used  in  computing  the  initial  apportionment 
among  all  urbanized  areas. 

Amounts  attributable  to  urbanized  areas 
with  population  less  than  200,000  are  appor¬ 
tioned  to  the  Governors  of  each  State.  In 
order  to  project  these  apportionments,  the 
proportions  attributable  to  each  such  area 
have  been  individually  computed  and  then 
accumulated  into  a  single  State  proportion 
of  the  total  funds  to  be  apportioned.  In  this 
computation,  multl-State  urbanized  areas 
were  first  treated  as  a  whole  to  arrive  at  its 
proportionate  share  of  the  total  and  then 
each  State's  share  of  that  total  was  com¬ 
puted  on  the  basis  of  the  same  formula  ap¬ 
proach. 

Both  tables  show  the  population,  land 
area  and  density  figures  used  in  the  computa¬ 
tion,  the  composite  proportion  of  the  total 
fund  allocable  to  that  area,  or  portions  there¬ 
of,  resulting  from  application  of  the  formula; 
(factor  weight);  and  the  dollar  allocation  re¬ 
sulting  from  that  factor  weight  to  the  next 
lowest  even  dollar  amount. 

Data  on  population  and  population  density 
has  been  taken  from  the  latest  available  Bu¬ 
reau  of  the  Census  reports  of  the  1970  Census. 
Specific  sources  are  cited  in  the  Technical 
Appendix. 
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Technical  Appendix  :  Explanation  or 
Apportionment  Formula  and  Data  Sources 

Section  5(b)(1)  of  the  Urban  Mass  Trans¬ 
portation  Act  of  1964,  as  amended  by  the 
National  Mass  Transportation  Act  of  1974, 
directs  the  Secretary  to  apportion  authorized 
funds  on  the  basis  of  a  formula  under  which 
urbanized  areas  would  be  entitled  to  receive 
an  amount  equal  to  the  sum  of : 

“(A)  One-half  of  the  total  amount  so 
apportioned  multiplied  by  the  ratio  which  the 
population  of  such  urbanized  area  or  part 
thereof,  *  *  *  bears  to  the  total  population  of 
all  urbanized  areas  *  *  •;  and 

(B)  One-half  of  the  total  amount  so  ap¬ 
portioned  multiplied  by  a  ratio  for  that  ur¬ 
banized  area  determined  on  the  basis  of  popu¬ 
lation  weighted  by  a  factor  of  density,  as 
determined  by  the  Secretary.” 

The  mathematical  expression  of  the  appor¬ 
tionment  formula  utilized  to  devise  the  at¬ 
tached  allocation  projections  Is  as  follows: 


Apportionment 


Where: 

P = population  of  urbanized  area 
d= population  density  of  urbanised  area 
i=i-tn  urbanized  area  case 

Zp=sum  of  the  populations  for  278  urbanized  areas  is 
calculated  to  equal  121,750,278 
Zpd  =the  sum  of  the  population  times  density  products 
for  278  urbanized  areas  is  calculated  to  equal 
486,600,412,290 

In  cases  wherein  the  urbanized  area  Is 
divided  by  two  or  more  State  boundaries,  an 
apportionment  factor  weight  Is  calculated 
for  the  whole  area.  State  allocation  Is  made 
on  the  basis  of  the  ratios  of  each  State 
urbanized  area  component  to  the  sum  of  all 


component  population  and  population 
density  values,  and  applying  those  ratios  to 
the  apportionment  factors  of  the  whole 
urbanized  area. 

The  primary  source  of  data  was  the  Bureau 
of  the  Census  Report  of  The  County  and 
City  Data  Book  of  1972.  Additional  Bureau  of 
the  Census  reports,  PC(1)  and  HC(3)  series, 
were  consulted  to  verify  data  items  and 
multi-state  components. 

Population  densities  are  calculated  by  the 
Bureau  of  the  Census  on  a  land  area  to  the 
nearest  tenth  of  a  square  mile;  land  area  Is 
reported  to  the  nearest  whole  square  mile. 

Due  to  significant  number  limitations  In 
computation  and  printout,  the  various  factor 
weight  columns  may  not  add  to  the  printed 
totals.  This  also  applies  to  the  lllustratlonal 
splits  of  the  funds  apportioned  to  multl- 
State  urbanized  areas  over  200,000;  the  area 
total  Is  the  correct  apportionment  amount. 
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